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TesIa Motors Inc. 

Our Take on Elon's 2020 Profit 
Connnnent: Is TesIa the Annazon of EVs? 



Industry View 
Cautious 



Stock Rating 
Overweight 



Price Target 
$280.00 



We believe Elon meant what he said about potentially no US GAAP 
profitability before 2020. Growth and annbition nnay expose TesIa to 
risks investors have not prepared for. We cut our target to $280 on 
FX and lower shipnnents in China. The reality check in sentinnent 
offers a nice chance to buy the dip. 



What's Changed? 



From: 



To: 



TesIa Motors Inc. 

Price Target 



$290.00 



$280.00 



TesIa is feeling pressure from 3 different sources: (1) Falling oil price, 
(2) stronger US dollar and (3) questions about the long-term earnings 
trajectory. In our opinion, lower prices for fossil fuel and in particular 
$2/gallon gasoline play against the economic rationale of electric vehicles, at 
least on sonne categorical level. For sure, Tesla's current custonner base is not 
buying a Model S on econonnic grounds, but expectations of a far lower priced 
vehicle are innpacted. The nnarket appears to have rapidly caught up to this 
concern. Please see our note TSLA, Oil, and the Model 3' fronn Dec 17, 2014. 

TesIa has significant transaction exposure to a stronger dollar. We 

believe earnings estinnates nnay need to take into consideration the impact of 
the stronger US$ on Tesla's forecasts. Consider that more than one half of 
Tesla's revenues are non-US with an entirely US-based production complex 
(excluding CKD assembly in the Netherlands) exposing the company to 
transaction impact of weaker foreign currencies. For example, we estimate W. 
Europe will account for nearly 30% of Tesla's unit volume in 2015. All else 
equal, a 10% weakening of the Euro vs. USD could impact a full year's pretax 
profit by an order of magnitude as high as $100mm (excluding hedging). At 
this time, we have taken out $70mm from our OP forecast for 2015 ($20mm 
in 4Q14 and a further additive $50mm in 2015) to reflect the stronger USD. If 
you have not made a negative FX adjustment to your TesIa numbers... 
you really should. 

Elon's Detroit auto comments raise many strategic questions and 
deserve further exploration. During a Q&A session at a media event in 
Detroit last week, TesIa CEO Elon Musk made reference to achieving US GAAP 
profitability by the year 2020. By comparison, on our forecasts, we see TesIa 
achieving nearly $1.6bn of US GAAP profit by 2020. Granted, Elon's comments 
may imply level of leasing penetration and employee stock compensation 
different from our forecasts. Or perhaps they include a level of capital 



MORGAN STANLEY & CO. LLC 
Adam Jonas, CFA 

AdamJonas@morganstanley.com 

Ravi Shanker 

Ravi.Shanker@morganstanley.com 

Paresh Jain, CFA 

Paresh.Jain@morganstanley.com 

Neel Mehta 

Neel.Mehta@morganstanley.com 



TesIa Motors Inc. ( TSLA.O , TSLA US ) 



Autos 8l Auto-Related / United States of America 
Stock Rating 
Industry View 
Price target 

Shr price, close (Jan 20, 2015) 
Ml<t cap, curr (mm) 
52-Weel< Range 



+ 1 212 761-1726 



+ 1 212 761-6350 



+ 1 212 761-3354 



+ 1 212 761-8582 



Overweight 
Cautious 
$280.00 

$191.93 
$23,997 
$291.42-162.40 



Fiscal Year Ending 
EPS ($)** 
Prior EPS ($)** 

Consensus EPS ($)§ 
ModelWare EPS ($) 
Prior ModelWare EPS 
($) 

Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare framework 
** = Based on consensus methodology 

§ = Consensus data is provided by Thomson Reuters Estimates 
e = Morgan Stanley Research estimates 



12/13 


12/14e 


12/15e 


12/16e 


0.75 


0.30 


1.58 


2.84 




0.73 


2.45 


3.65 


0.64 


0.60 


2.76 


5.61 


(0.53) 


(1.92) 


(0.44) 


0.48 




(1.55) 


0.32 


1.16 



Morgan Stanley does and seeks to do business with 
companies covered in Morgan Stanley Research. As a result, 
investors should be aware that the firm may have a conflict 
of interest that could affect the objectivity of Morgan 
Stanley Research. Investors should consider Morgan 
Stanley Research as only a single factor in making their 
investment decision. 

For analyst certification and other important disclosures, 
refer to the Disclosure Section, located at the end of this 
report. 



1 



Morgan Stanley 



Tesia Motors Inc. | January 21, 2015 
MORGAN STANLEY RESEARCH 



expenditure and R&D spending vastly in excess of our forecasts as the 
company pursues 'millions of units' of vehicle sales annually by 2025. Our 
forecasts, by comparison, are based on 563k complete annual unit sales by 
2025. Perhaps Elon's comments were made to send a defiant message in the 
face of the falling oil price that it is not giving up on its mission to bring electric 
mobility to the masses. In any case, for a stock where many untested long- 
term earnings and growth assumptions must be made to value the 
company, the comments take the tone of forecast uncertainty to entirely 
new levels. 

Cutting our 4Q volume and ATP forecast to reflect hiccup in China 
ramp. Price target reduced to $280 from $290; we are buyers at these 
levels. Just last month, we had reduced our price to $290 from $320 
previously. We have cut our 4Q volume forecast to 9,993 units from 11,165 
units, taking full year volume to 31,814 units, or more than 1,000 below the 
company's FY target This change, along with $20mm of FX headwinds (and 
lower ATPs) takes our 4Q gross margin assumption to 28.0% from 29.6% 
previously. Our 4Q forecast includes $20mm of regulatory credits (ZEV + 
GHG). We believe market sentiment around Tesla's success as a mass market 
auto company is in a healthier alignment today than just 3 or 4 months ago. 
There has been a lot written about how Tesla's advancement of electric 
mobility can make the internal combustion engine 'obsolete' in just a few 
years. We firmly disagree and don't need such an outcome to make TesIa a 
good investment today. We can justify nearly 50% upside to TesIa shares 
without having to make such an implied bet on breakthroughs in the 
cost/benefit of electric propulsion. 
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Reiterate Overweight 



Key differences between our Overweight thesis and the Street Consensus sees significant nnass market 
volunne potential based on breakthroughs in battery costs fronn gigafactory production. We see substantially 
smaller unit volume potential for the Model 3 barring a cost/performance battery breakthrough while 
anticipating rapidly improving competing internal combustion technology eventually approaching a 100 mpg 
level when applying optimal boosting, timing, hybridization, weight reduction and autonomous features. That 
said, our 15-year DCF is based on best-in-class profitability (15.5% OP margins at exit) and an exit EBITDA 
multiple of lOx which gives the company credit for significant out-year growth as an automaker and/or 
optionality to exploit other business opportunities such as electricity grid storage. 

Lower mass market EV potential makes execution on Model X even more important to the TesIa story 
through 2015. Our total TSLA unit forecast by 2029 of 800k units implies around 67 basis points of global 
market share and a company with production output of less than 2 large auto plants. Seen another way, by 
2029, we forecast TSLA volume will be around one-fifth or one-sixth that of what we anticipate the BMW Group 
will achieve in the same year. While this is an excellent accomplishment, we do not view 67bps as a disruptive 
level of market share. TesIa is in an excellent position to take advantage of opportunities to be more significant 
of a player than this, but we are not basing our earnings forecasts or valuation on this opportunity at the present 
time. 

Reiterate OW rating on TesIa Motors, as we see it as an excellent risk-reward for those not holding 
their breath for mass market EV glory. We feel much better about TSLA as a stock on our lowered volume 
expectations at a $190 price point than when it was trading closer to $290 on higher volume assumptions. We 
don't just see TesIa as a bet on the adoption of high-performance EVs, but rather as arguably the best positioned 
auto company in the world in its ability to commercialize advanced software driven, connected car technologies 
at a faster, more innovative pace than its peers. We continue to believe TesIa represents a superior risk-adjusted 
return relative to the average US auto stock under our coverage. 
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Risk-Reward 



We view TesIa Motors as a niche player in a fast growing, highly profitable market for premium 
performance vehicles. We expect the Model S to be a commercially successful product that can 
trigger even greater volumes of Model X and its derivatives. While our longer-term forecast for xEVs 
(plug-in-hybrids or PHEVs and pure EVs) is highly dependent on technological advancement, EV 
powertrain cost reduction, rising oil prices and continued government support, our thesis and 
valuation do not require TSI_A to achieve mass market status via a democratization of EVs. Our $280 
PT (based on a 15-year DCF) offers sufficient upside to justify an OW rating within the context of risk- 
adjusted return relative to other N. American stocks under our coverage. 

Investment Thesis 
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Price Target $280 



Bull 



$500 



We argue TesIa cannot be valued on near-term multiple metrics 
like traditional auto companies given that we expect TesIa to 
multiply revenues by more than 3x from 2014 to 2018, 6x by 
2020 and around 16x by 2029. We have thus chosen a 15-year 
time horizon for our DCF which captures the full maturation of the 
Model S, Model X (and top-hat derivatives) and also the ramp up 
of its mass market electric vehicle (the Gen 3). We have applied an 
11% WACC with a range of 9% to 13%. The terminal value, 
calculated on a midpoint of lOx EV/EBITDA accounts for roughly 
50% of the total DCF value across the range of methodologies we 
have applied to arrive at our PT of $280. 

Battery economies of scale create material disruption in premium 
car market with larger inroads into grid storage and 3rd party 
battery supply. Higher volume assumptions than our base case 
(>lm units of Model S, X and 3 by 2029) and an exit EBITDA 
multiple of 20x to allow for non-auto revenue stream from a full- 
scale battery production with manufacturing costs near or 
$100/kWH at the pack level. 



■ Initial reception to the Model S by customers, 
prospective customers and auto media has been 
strongly positive in terms of performance 
attributes. 

■ The sale of regulatory credits could provide a 
recurring cash flow stream significant enough to 
fund the entirety of Tesla's annual capex needs 
through the foreseeable future. 

■ Optionality to subsequent model introductions 
(Model X, Gen 3) to take the sales towards far 
greater volume. 

■ Expansion into mass production of lithium-ion 
battery packs opens up the potential for a far 
wider array of adjacent revenue opportunities. 

Potential Catalysts 

■ Continued model S roll-out into Europe and Asia. 

■ Model X announcements leading up to 3Q 2015 
launch. 

■ Gigafactory announcements 

Key Investment Risks 

■ Investors should allow a reasonable level of 
execution risk on the many unprecedented 
innovations brought to market on the Model X 
including never- been-done- before attributes like 
the double-ringed doors. 

■ TesIa is guaranteeing the value of its Model S in a 
lease-finance transaction, exposing the company 
to residual value risks 39 months out. 

■ Volatility in commodity prices such as oil materially 
change the economic benefits of electric vehicles, 
particularly when commercialized at lower price 
points and higher volumes. 

■ Expansion into non-auto business like grid/solar 
energy storage exposes Tesla's operations to 
untested cost, competitive and regulatory forces. 

■ US dealer franchise laws that may prevent TSLA 
from operating its own stores. 
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Base $280 Successful commercialization of Model S, X and Gen 3 with 

combined volume surpassing 800k units by 2029. A thriving 
company with OP margins normalizing at 15.5%. A successful 
Model S and X with combined volume of ~140k units by 2020. 
Gen 3 volume reaching 150k units by 2020 and 430k by 2029. 
3.8% OP margin reached in 2015, peaking at 15.5% by 2029. Our 
valuation includes $10 for regulatory credits. 

Bear $100 TesIa limited to niche premium brand status. A thriving, but small, 

company with OP margins normalizing at 10%. A successful Model 
S and X with combined volume over 70k units by 2020. Gen 3 
volume reaching 100k units by 2020 and 300k by 2029. Valuation 
excludes any further benefits from the sale of ZEV credits. 
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Valuation 



Valuation Methodology: We argue TesIa cannot be valued on near-term multiple metrics like traditional auto 
companies given that we expect TesIa to multiply revenues by more than 3x from 2014 to 2018, 6x by 2020, and 
around 16x by 2029. We have thus chosen a 15-year time horizon for our DCF which captures the full 
maturation of the Model S, Model X (and top-hat derivatives) and also the ramp up of its mass market electric 
vehicle (the Gen 3). We have applied a 11% WACC with a range of 9% to 13%. The terminal value, calculated on 
a midpoint of lOx EV/EBITDA accounts for roughly 50% of the total DCF value across the range of 
methodologies we have applied to arrive at our PT of $280. 



Exhibit 1: TesIa: Summary 15-year DCF Analysis 
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Exhibit 2: TesIa: DCF Fair Value Analysis Based on Various Terminal Value Methodologies 
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Exhibit 3: TSLA Revenue Drivers 
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54.364 


GnMtfi 












7459% 


3f 9% 


472% 


415% 


450% 


418% 


400% 


f2 0% 


10 0% 


5 0% 


Mo(M X {* Omnttnm) 
























5.000 


25.000 


42 000 


54.600 


Gmmm 
























NU 


4000% 


60 0% 


300% 


Mo(M3 




























10 000 


40.000 


Growtfi 




























NU 


3000% 




1.500 


450 


450 


450 


450 


1.800 


450 


450 


450 


450 


2.160 


2.806 


4,212 


6318 


9.477 


Gromth 


-118% 


50 0% 


500% 


>2 5% 


-f00% 


200% 


00% 


00% 


00% 


00% 


200% 


300% 


50 0% 


50 0% 


500% 


ToM Units 


4.424 


5.366 


5.615 


5965 


7.353 


24.296 


6,907 


8.029 


8.235 


10.443 


33.974 


54.257 


81.235 


116.343 


160.441 


Gnmth 


86 7% 


f244«% 


»272 9% 


727 3% 


f54 0% 


449 2% 


28 7% 


43 0% 


38 t% 


420% 


39 8% 


59 7% 


49 7% 


43 2% 


37 9% 


ToM Vehide Sates 


2.924 


4.915 


5.165 


5.515 


6.903 


22.496 


6.457 


7.579 


7.788 


9,993 


31.814 


51.449 


77,023 


110.025 


150.964 


Growtfi 


337 rx 


4864.0% 


46385% 


1018 f% 


188 2% 


069 4% 


31 4% 


40 7% 


4(2% 


44.8% 


4f.4% 


8f 7% 


49 7% 


428% 


37 2% 


ATP (Md. ZEV/GHG) 
































Roadster 


171.565 


166,168 


147.190 


157 688 


156.112 


164.781 
















131.239 


133.864 


GrcMtfi 


126% 


-».0% 


-f 0% 


-f 0% 


■10% 


-39% 


00% 


00% 


00% 


00% 


00% 


00% 


00% 


•235% 


20% 


Models 


116.039 


92.511 


90.073 


102 386 


106.526 


96.369 


105.961 


106.532 


103.475 


103,000 


104.563 


99.000 


96,000 


94 000 




Grw0> 






-9 9% 


-0 9% 


2 5% 


-f52% 


14.0% 


f83% 


1.1% 


•24% 


6.3% 


-5 3% 


-30% 


-2f% 


-2»% 


ModelX(* Ountmm) 
























106.000 


95,000 


87.000 


88.740 


Gmmth 


























-9.5% 


•0 4% 


20% 


Modaia 




























60.000 


58.800 




































20 903 






















31 196 


31 510 


31 825 


32^143 




24 2% 


008 4% 


58 2% 


fOO% 


fOO% 


400% 


fbo% 


fOO% 


10 0% 


100% 


332% 


•200% 


f 0% 


10% 


10% 


Avwaga ATP 


87.183 


87.643 


85.369 


96963 


101.027 


93.403 


101,372 


102.378 


99.543 


100,021 


100.394 


96.044 


92,348 


85430 


79.600 




390% 


95 0% 


07 7% 


42 4% 


»f 9% 


7f% 


15 7% 


19 9% 


27% 


•f 0% 


75% 


-4 3% 


•3 8% 


•75% 


•6 8% 


Awarao* VaiMit ATP 


121 185 


92 733 


90,239 


102 537 


106 806 


96 534 


105 961 


106 532 


103475 


103 000 


104 563 


90 563 


95 675 


88 506 


82 579 


GfDwefi 

IIqh Q^y^p RavenuM 


-203% 


-44 4% 


-354% 


-f4 9% 


22% 


-f8 7% 


f4 3% 


1$ 1% 


0 9% 


-2 5% 


6f% 


-4 8% 


-3 9% 


-7 9% 


■6 7% 


ZEV/GHG ciwM fau*nu» par urM (S) 


13 861 


• 


13 359 


4 352 


■ 


■ 




3 431 


11 946 


2 001 


4 746 


• 




1 500 

■ 


• 


2EV/QHG cfadil fawma (Sm) 
























W 








RoadHof 


46 


3 


2 


2 


2 


9 
















106 


268 


Growtfi 


-54 3% 


-64 7% 


-63 4% 


-79 9% 


-274% 


-80 2% 


-fO0O% 


-1000% 


-1000% 


■1000% 


1000% 


MM 


MM 


MM 


1550% 


ModalS 


306 


S36 


533 


587 


742 


2.400 


696 


833 


899 


1,049 


3.478 


4.761 


5,124 


5.466 


5.066 


GnMtf* 








20094% 


1670% 


679.9% 


294% 


50 5% 


53 1% 


4f 4% 


44 9% 


30 9% 


70% 


00% 


-75% 


ModalX(« Oamatvat) 
























543 


2,438 


3717 


4.900 


























AM 


349 3% 


52 5% 


318% 


Modaia 




























615 


2.392 
































2889% 


Powetira*) / OtfMr 


31 


14 


13 


12 


13 


S3 


15 


23 


31 


15 


84 


88 


133 


201 


305 


Gwtfi 


■33 T% 


962.9% 


1373% 


f9.2% 


■71% 


680% 


40% 


734% 


»583% 


172% 


59 9% 


40% 


515% 


519% 


515% 


Total Autonwlive Revenues 


386 


566 


548 


601 


757 


2.462 


711 


856 


930 


1,066 


3.562 


5.391 


7.694 


10.103 


12J20 


GnM«fi 


mM 


27*4.9% 


2366.4% 


ff023% 


>57»% 


5383% 


28 f% 


50 2% 


54 6% 


406% 


44 7% 


5»4% 


427% 


313% 


27.9% 


Devetopmantal Servtcas Satas 


26 


7 


4 


1 


4 


16 


2 


1 


3 


10 


16 


16 


17 


18 


19 




-50 5% 


-39 7% 


210% 


1319 8% 


•03 5% 


-43 0% 


-73 7% 


^9 3% 


>4J0% 


128 9% 


50% 


50% 


50% 


50% 


50% 


fToialTes!aHavooe(Tioo.5AAP) 


4T3 


sc 


552 


M3 


7i\ 




— Try- 


■ «i 


652 


\m 


— Tsrr 




7,Ti2 




i'2.«5 


GAAP Ra««nuas 


- ms« 


■ f7B1%" 




1102 6% 


1-46 5% 


499 5% 


»9% 


55 4% 


547% 


4i K 


44H 


■ 5f5% 


42 6% 


3f5% 


27 0% 


Modal S Oalanad Lsaaa Ravenue 






147 


171 


146 


464 


93 


88 


81 


269 


530 


1000 


1,471 


1 759 


2.453 


Tom Ainomollve RaMnuM 


386 


5i5 


402 


430 


611 


1 998 


619 


768 


849 


795 


3031 


4 391 


6224 


8 344 


10.467 




413 




4<i5 


431 


61^ 


294i 


dil 


76^ 


8Si 


h6^ 


i.ibk 


— 77Sr 


6,24 i 


6 3^ 


■ iSJO- 


































GAAP Aulo Groaa Profit (aid ZEV) 




8 


29 


61 


142 


258 


144 


186 


158 


211 


607 


867 


1.213 


1.833 


2.S21 


GAAP Aulomotiva Groas Margm (axd ZEV) 




1 8% 


8 7% 


200% 


239% 


14 3% 


238% 


25 3% 


20 8% 


272% 


24 2% 


20 6% 


20 1% 


22 4% 


24 4% 


GAAP AukMiHlNa Groaa ProM 




93 


96 


106 


157 


451 


156 


214 


2S1 


231 


848 


1.047 


1.406 


1.996 


2.672 


GAAP Automoliva Groaa Margin 




16 8% 


24 4% 


24 5% 


25 7% 


22 6% 


25 3% 


27 9% 


29 5% 


29 0% 


28 0% 


23 8% 


22 6% 


23 9% 


25 5% 



Source: Company Data, Morgan Stanley Research 
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Morgan Stanley 

Exhibit 4: TSLA Non-GAAP Income Statement 



Tesia Motors Inc. | January 21, 2015 
MORGAN STANLEY RESEARCH 



Automotiv« 


386 


556 


548 


^KS!9 

601 


^E3E 

757 


2462 


711 


856 


930 


1,065 


3,562 


5 391 


7.894 


10 103 


12,9(20 


GroM<fi 


159 6% 


2784 9% 


2386 4% 


Jf02 3% 


f57 f% 


538 3% 


71 1% 


20 4% 


8 5% 






51 4% 


42 7% 


31 3% 




Dswioprrwot sefvices 


28 










16 










i? 


16 




18 






■50 5% 


■39 7% 


■2> 6% 


>3>9 8% 


■63 5% 


■43 0% 


-890% 


-36 0% 


f52 5% 


257 8% 


■0 5% 


50% 


50% 




50% 




413 


562 


552 


603 


761 


2,478 


713 


858 


932 


1.075 


3,577 


5.406 


7.712 


10121 


12,939 


Gmnth 


102 3% 


»762 3% 


f970 9% 


fr02 6% 


148 5% 


499 5% 


•7f 2% 


20 3% 


87% 


15 3% 


44% 


5»% 


43% 


3f% 


28% 


AulonK)(lv« COGS 


372 


462 


431 


467 


570 


1 930 


534 


624 


662 


769 


2589 


4 216 


6 067 


7 827 


9753 




222 3% 


3214 8% 


2039 3% 


694 0% 


J04 5% 


4»9 3% 


»5 5% 


44 7% 


4f 7% 


35 0% 


34 f% 


690 f% 


876 0% 


fOBf 6% 


f 1680% 


Dcvalopmefit services COGS 


12 








5 


13 


3 


2 


1 






7 


9 


9 


10 




•57 8% 


■39 4% 


39 3% 




34 2% 


f5 8% 


>9 5% 


f >2 9% 


■58 8% 


■20 8% 


20 >% 


>5f 0% 


283 0% 


5f f 0% 


f37 5% 


Tow COGS 


383 


465 


432 


471 


575 


1.944 


537 


620 


664 


773 


2.600 


4223 


6.095 


7,836 


9,783 


Gnmtfi 


f80 9% 


2232 4% 


f874 0% 


700 1% 


>03 5% 


407 2% 


724% 


f87% 


6 f% 


16 5% 


34% 


62% 


44% 


29% 


29% 






93 


117 


134 


187 


532 


178 


233 


267 


296 


973 


1 175 


1.606 


2,276 


3,167 




3 8% 


f68% 


2f 4% 


22 3% 


24 7% 


2f 6% 


250% 


27 2% 


28 7% 


27 7% 


27 3% 


2f 8% 


209% 


22 S% 


24 9% 


DrMtafimMil MrvKM gnjM proM 


16 


3 


3 


(2) 


(1) 


2 


(1) 


(1) 




6 


5 


9 


9 


9 


10 


Gmnimrgin 


58 2% 


44 5% 


70 7% 


212 6% 


f56% 


f5 0% 


700% 


•f03 3% 


470% 


60 0% 


31 7% 


55 0% 


500% 


50 0% 


500% 


ToW GraM PraM 






























3,178 


GroM/iMripn 


7 J% 


17 r% 


21 7% 


2^8% 


24 S% 


2^6% 


24 8% 


27Cni 


28^ 


280% 


27 3% 


21^9% 


2f'o% 


22ffX 




RMMfch and Oavatopnwnl 


274 


55 


52 


5g 


68 


232 


82 


106 


136 


156 


481 


514 


642 


704 


838 




66 3% 


98% 


9 5% 


9 4% 


90% 


0 4% 


f f 4% 


128% 


f4 6% 


f4 5% 


13 5% 


0 5% 


8 3% 


70% 


89% 


SG4A 


ISO 


47 


60 


77 


101 


286 


118 


134 


155 


178 


565 


506 


700 


1,073 


1,348 




36 4% 


8 4% 


f0 9% 


f2 8% 


13 3% 


ff 5% 


16 5% 


f5 8% 


f6 8% 


16 6% 


16 4% 


110% 


9f% 


fO«% 


f0 4% 




(3M) 


(6) 


8 


(2) 


16 


17 


(23) 


(10) 


(23) 


(33) 


(89) 


76 


274 


508 


904 




■95 4% 


■ r 0% 


1 4% 


■03% 


22% 


0 7% 


-3 2% 


■1 2% 


-2 4% 


-3 f% 


-2 5% 


f 4% 


35% 


50% 


7 7% 


Stock-lMMd CompanMbon 


SO 


15 


19 


21 


28 


84 


37 


36 


39 


44 


155 


163 


167 


170 


173 


% of QporaCiny Exp^nM 






17 2% 






19 2% 


188% 
















79% 


Opwaing Proft (Md Stock Comp) 


(344) 


9 


27 


20 


45 


100 


14 


26 


17 


10 


67 


230 


440 


678 


1,188 


OparaAriB iMa«giif> 


■83 3% 


1 7% 


4 9% 


33% 


58% 


40% 


20% 


30% 


18% 


f 0% 


19% 


4 4% 


57% 


67% 


90% 


Intafaal inoona 


0 


0 


0 


0 


0 


0 


0 


0 


0 


1 


2 


33 


43 


43 


S2 




01% 


00% 


00% 


00% 


00% 


00% 


00% 


Of% 


Of% 


0 f% 


Of% 


15% 


20% 


20% 


20% 




0 


0 


18 


2 


6 


27 


3 


8 


7 


7 


25 


36 


36 


36 






00% 


0 f% 


12 7% 


f 4% 


42% 


4 6% 


06% 


f 3% 


f 2% 


1 1% 


f 0% 


15% 


f 5% 


f 5% 


f 9K 


Otfiar Mcoma (axponaa). nal 


(2> 


6 


18 


(1) 


s 


28 


7 


(1) 


(3) 




2 










Pra«axPro(il 


(3W> 


1 


7 


(5) 


IS 


18 


(19) 


(19) 


(32) 


O0> 


(109) 


73 


281 


515 


1.046 


PirataiAtorgm 


-94 >% 


0 1% 


-30% 


-ro9% 


43% 


■2 f% 


70K 


23% 


14% 


f73% 


f28% 


f40% 


ff 0% 


ff 0% 


ffOK 


Pioviaion for viooma taxm 


0 


0 


0 


1 




3 


1 




4 




6 




6 


20 


S3 


EIKK*va Tax Rate 


00% 


2f 6% 


4 f% 


■f6 5% 


9 f% 


f4 2% 


-4 2% 


■82% 


■f»6% 


00% 


5 2% 


00% 


20% 


39% 


5f% 


OnQoinQ Nal Incofna 


(396) 


1 


7 


(6) 




16 


(20) 


(20) 


(36) 


(39) 


(115) 


73 


275 


495 


993 


Exinonknary 0aNi« (charges ) 






(18| 


{*) 




,12, 


(9| 


















Rapoflad Nat Incooia 


(396) 




(11) 


(10) 


14 


4 


(29) 


(20) 


(36) 


(39) 


(124) 


73 


275 


495 


993 


Baac VVa«Mad Avacaga Siwraa 


108 


115 


118 


122 


123 


117 


123 


124 


124 


124 


123 


126 


131 


136 


140 


DMad WaigliM Avaraga Sharaa 


108 


124 


131 


137 


123 


117 


140 




143 


124 


137 


149 


154 


160 


166 


BaacEPS 


(3 66) 


000 


(0 09) 


(0 06) 


0 11 


013 


(0 16) 


(0 16) 


(0 29) 


(0 32) 


(0 93) 


058 


2 10 


365 


708 


DMadEPS RepoftBd 


(3 66) 


009 


(0 09) 


(0 08) 


0 11 


003 


(0 21) 


(0 14) 


(0 25) 


(0 32) 


(0 90) 


0 49 


1 78 


3 10 


600 


PKSodEPS 

iMMad EPS (aid Stock Comp) 




0.00 


0.0« 


(004) 


0.11 


0.13 


(0.14) 


(0.16) 


(0.28) 


(0.32) 


(0.84) 


0.48 


1.78 


3.10 


8.60 


(3.20) 


0.12 


0.20 


0.12 


0.32 


0.78 


0.12 


0.11 


0.02 


0.03 


0.30 


1.88 


^84 


4.12 


8.99 



Source: Company Data, Morgan Stanley Research 



Exhibit 5: TSLA GAAP Income Statement 



Automo8ve 


386 


555 


402 


430 


611 


1.996 


619 


768 


849 


795 


3.031 


4.391 


6.224 


8.344 


10,467 




fS9 6% 


2784 9% 


1720 7% 


760 0% 


f075% 


4f 80% 


-69 0% 


24 f% 


f05% 


-6 3% 


5f 7% 


44 8% 


4f 7% 


34 f% 


25 4% 


Development services 


28 


7 


4 


1 


4 


16 


2 


1 


3 


10 


16 


16 


17 


18 


19 


Growth 


-50 5% 


-39 7% 


-2f 6% 


f3f98% 


-63 5% 


-43 0% 


-89 0% 


-36 0% 


f52 5% 


2578% 


-0 5% 


50% 


50% 


50% 


50% 


Total Revenues 


413 


562 


405 


431 


615 


2,013 


621 


769 


852 


805 


3.047 


4.407 


6.241 


8.362 


10,486 


Growth 


102 3% 


f762 3% 


1420 1% 


7609% 


1008% 


387 2% 


•69 2% 


24 0% 


f0 7% 


•5 5% 


5f 3% 


45% 


42% 


34% 


25% 


Automofev* COGS 


372 


462 


304 


325 


454 


1,544 


462 


554 


596 


565 


2,180 


3.344 


4.818 


6346 


7,795 




222 3% 


32*4 8% 


f406 7% 


4519% 


62 7% 


3f5 4% 


0 f% 


82 5% 


84 2% 


24 5% 


4f 2% 


6230% 


769 5% 


9603% 


1280 3% 


OoMiopimnt MTvicM COGS 


12 


4 


1 


4 


5 


13 


3 


2 


1 


4 


11 


7 


9 


9 


10 


Gnmtfi 


•57 6% 


-39 4% 


■39 3% 


NM 


34 2% 


15 8% 


-f9 5% 


ff29% 


-58 8% 


-20 8% 


•20 f% 


f5f 0% 


2830% 


5110% 


f375% 


Total (XX3S 


383 


465 


305 


328 


459 


1,557 


465 


556 


600 


569 


2.190 


3.351 


4,827 


6.355 


7.805 




f66 9% 


2232 4% 


f»f 7% 


4580% 


62 4% 


306 4% 


-70 f% 


f95% 


7 8% 


-52% 


40 7% 


53% 


44% 


32% 


23% 


Automobve grots proAi 


14 


93 


96 


105 


157 


454 


156 


214 


251 


231 


852 


1.047 


1,408 


1.996 


2.672 


Gross margin 


3 6% 


f6 8% 


24 4% 


24 5% 


257% 


22 7% 


253% 


27 9% 


295% 


29 0% 


28 f% 


23 8% 


22 6% 


23 9% 


25 5% 


DeveiopmenI services gross profii 


16 


3 


3 


(2) 


(1) 


2 


(1) 


(1) 


1 


6 


5 


9 


9 


9 


10 


Gross margin 


58 2% 


44 5% 


70 7% 


■2126% 


-f56% 


150% 


-700% 


-f03 3% 


47 0% 


600% 


3f 7% 


550% 


500% 


50 0% 


500% 


Tote! Gross ProftI 


30 


96 


100 


103 


157 


456 


155 


213 


252 


237 


857 


1.056 


1.415 


2.007 


2.681 


Gross margin 


7 3% 


frf% 


248% 


23 8% 


255% 


22 7% 


250% 


27 7% 


296% 


294% 


28 f% 


24 0% 


22 7% 


24 0% 


25 6% 


Research and Devstopment 


274 


55 


52 


56 


68 


232 


82 


108 


136 


156 


461 


514 


642 


704 


836 


RSD/Sahs 


66 3% 


98% 


17 9% 


f3f% 


ff f% 


ff 5% 


f3 f% 


f4 0% 


16 0% 


f9 4% 


f5 8% 


ff 7% 


f0 3% 


8 4% 


80% 




150 


47 


60 


77 


101 


286 


118 


134 


155 


178 


585 


595 


700 


1.073 


1,346 


SGiA/Saln 


36 4% 


84% 


f4 8% 


179% 


f6 5% 


f4 2% 


189% 


f7 4% 


18 2% 


22 f% 


f9 2% 


f3 5% 


11 2% 


12 8% 


f28% 


Operating Profit (GAAP) 


OM) 


(6) 


(12) 


(31) 


(13) 


(61) 


(44) 


(29) 


(39) 


(98) 


(210) 


(52) 


72 


231 


499 


Oparatrng Uargm 


-954% 


-f 0% 


•2.9% 


•71% 


•22% 


•30% 


-7f% 


-3 7% 


-4 6% 


-f22% 


•6 9% 


■12% 


12% 


28% 


4 8% 


Stock-based Compensalon 


50 


15 


19 


21 


28 


84 


37 


36 


39 


44 


155 


163 


167 


170 


173 


% or C3|peraeng EjQMnse 


ff 8% 


f4 6% 


172% 


f6 f% 


f6 5% 


f62% 


f86% 


f48% 


f35% 


f3 0% 


f4 6% 


f4 7% 


12 4% 


96% 


7 9% 


OperatMtg Profit (exd Stock Comp) 


(344) 


9 


7 


(9) 


15 


22 


(7) 


7 


0 


(55) 


(54) 


111 


239 


401 


673 


QperaMngMaigwi 


•633% 


1 7% 


18% 


-2 1% 


2 4% 


f f% 


-f f% 


09% 


00% 


-6 8% 


-f 8% 


25% 


38% 


4 8% 


64% 


Intefest MKome 


0 


0 


0 


0 


0 


0 


0 


0 


0 


1 


2 


33 


43 


43 


52 


Rate 


0.1% 


00% 


00% 


00% 


00% 


00% 


00% 


0 1% 


Of% 


Of% 


Of% 


15% 


20% 


20% 


2 0% 


Iniarast expense 


0 


0 


18 


2 


6 


27 


3 


8 


7 


7 


25 


36 


36 


36 




Rate 


00% 


01% 


12 7% 


f 4% 


42% 


46% 


06% 


f 3% 


12% 


11% 


f 0% 


15% 


f 5% 


f 5% 


1S% 


OVter Income (expense), net 


|2) 


6 


18 




5 


28 


7 


(1) 


(3) 




2 










Pratex Prodi 


(396) 


1 


(12) 


(33) 


(15) 


(60) 


(41) 


(37) 


(49) 


(104) 


(231) 


(55) 


79 


238 


561 


f^eCajrAlargtfi 


•958% 


Of% 


■30% 


-7 8% 


-2 4% 


•30% 


-6 5% 


-4 8% 


•5 7% 


■12 9% 


•7 6% 


•f 3% 


f 3% 


28% 


53% 


Praviskw lor moome tues 


0 


0 


0 


1 


1 


3 


1 


1 


4 




6 




6 


20 


53 


ElfaclM Tax Rati 


00% 


2f 6% 


-2 5% 


-2 3% 


-9f% 


-4 3% 


-20% 


-3 f% 


-76% 


0 0% 


-2 5% 


00% 


72% 


8 4% 


96% 


Ongoaig Net Income 


(396) 


1 


(12) 


(34) 


(16) 


(62) 


(41) 


(38) 


(53) 


(104) 


(236) 


(55) 


74 


218 


498 


Extraordinaiy gains (dwgee) 




11 


(16) 


(4) 




(12) 


(8) 








(8) 










Reported Net Income 


(396) 


11 


(31) 


(38) 


(16) 


(74) 


(50) 


(38) 


(53) 


(104) 


(245) 


(55) 


74 


218 


498 


Basic Weighted Average Shares 


108 


115 


118 


122 


123 


117 


123 


124 


124 


124 


123 


126 


131 


136 


140 


DIuled We^hled Average Shares 


108 


124 


131 


137 


123 


117 


123 


124 


125 


124 


123 


126 


154 


160 


166 


Basic EPS 


(3 66) 


000 


(0 26) 


(0 28) 


(0 13) 


(0 53) 


(0 34) 


(0 31) 


(0 42) 


(0 84) 


(1 92) 


(0 44) 


056 


1 61 


3 55 


Diluted EPS Reported 


(3 66) 


009 


(0 26) 


(0 32) 


(0 13) 


(0 63) 


(0 40) 


(0 31) 


(0 42) 


(0 84) 


(199) 


(0 44) 


048 


1 36 


3 01 


iDihitad EPS 


(3.66) 


0.00 


(0.10) 


(0J8) 


(0.13) 


(0.53) 


(0.34) 


(0.31) 


(0.42) 


(0.84) 


(1»2) 


(0.44) 


0.48 


1.36 


3.6^ 


loilutad EPS (axel Stock Comp) 


PJO) 


0.12 


0.05 


(0.10) 


0.12 


0.21 


(0.03) 


(0.01) 


(0.08) 


(0.49) 


(0.62) 


0.8S 


1.48 


2.34 


3.96 



Source: Company Data, Morgan Stanley Research 
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Exhibits: TSLA Balance Sheet 



Cas^ & Cash Equvilenis 


202 


214 


74« 


795 


846 


646 


2 394 


2,675 


2.371 


2.171 


2,171 


2.131 


2.110 


2.966 


3,171 


Short Tenn Secunbes 














169 


















Rettnded Cash ■ Currant 


19 


17 


1 


1 


3 


3 




12 


17 


17 


17 


17 


17 


17 


17 


Account RttcematHe 


27 


46 


114 


48 


49 


49 


72 


97 


157 


159 


159 


217 


291 


389 


460 




269 


238 


255 


348 


340 


340 


451 


597 


752 


467 


467 


643 


880 


1,132 


1.283 


Prepaid expenaea and othar current assets 


8 




14 


27 


26 


28 


49 


62 


65 


65 


65 


65 


65 


65 


65 


Total Currant Asaete 


529 


528 


1.130 


1.219 


1.266 


1.266 


3.156 


3,442 


3.363 


2.880 


2,880 


3.074 


3.343 


4,160 


4.997 


Oparakng laaaa vaivdaa. nen 


10 


9 


131 


269 


382 


382 


452 


531 


618 


837 


837 


1.709 


3.106 


4,605 


6.657 


Praparty and aquipnwcl na< 


5S2 


582 


596 


654 


738 


738 


849 


1,036 


1.404 


1.684 


1,684 


2.012 


2.445 


2,670 


2.737 




5 


5 


7 


8 


6 


6 


7 


7 


9 


9 


9 


9 


9 


9 


9 


Otmamiftt 


22 


22 


24 


16 


24 


24 


36 


38 


43 


43 


43 


43 


43 


43 


43 


1(M ftawti 


1.114 


1.144 


1.888 


2 166 


2.417 


2.417 


4.S00 


5,054 


5.438 


5.454 


5,454 


6.848 


8.950 


11,488 


14.443 


LlablWaa 
Aooounis payaUa 


303 


304 


262 


302 


304 


304 


376 


444 


649 


530 


530 


780 


1.124 


1.393 


1.711 


AoauadkabMa* 


40 


41 


55 


75 


108 


108 


129 


161 


195 


159 


159 


235 


386 


508 


624 


Oalacvad davalopfnant companmtwn 
(Marvad ravanue 


2 


4 


30 


64 


92 


92 


113 


139 


162 


162 


162 


162 


162 


162 


162 




4 


5 


6 


6 


8 


8 


8 


10 


10 


10 


10 


10 


10 


10 


10 


Long-lerm deM. current portion 


51 


51 




583 


0 


0 


590 


594 


598 


596 


598 


598 


996 


598 




Customer deposits 


139 


131 


134 


140 


163 


163 


196 


228 


227 


144 


144 


104 








Total Current Uabtlibes 


539 


536 


487 


1.168 


675 


675 


1.413 


1,576 


1.840 


1.602 


1,602 


1.888 


2.279 


2,670 


2.506 


Common stock warrant kabiMy 


11 






























Cofwartlbia ptalaifad stock warrant lulxlity 


10 


10 


9 


11 


13 


13 


13 


14 


13 


13 


13 


13 


13 


13 


13 


Oelened revenue, less cwenl poiton 


3 


5 


68 


131 


181 


181 


211 


235 


254 


447 


447 


807 


1.375 


1,985 


2.894 


Long-term det>t 


401 


389 


579 


77 


586 


586 


1 590 


1,767 


1.787 


1.787 


1,787 


1.787 


1.787 


1,787 




Other kxig-term hatiMes 


25 


35 


116 


213 


294 


294 


362 


510 


524 


645 


645 


1.286 


2,188 


3,338 


4,882 


Total Uatrfibes 


969 


975 


1.258 


1.602 


1.750 


1.750 


3.588 


4,102 


4.417 


4.494 


4,494 


5.780 


7.642 


9,792 


10.294 


EqMNy 

Convartibts prsisned stock 


















62 


62 


62 


62 


62 


62 


62 


Common Slock 


0 


0 


0 


0 


0 


0 


0 


0 


0 


0 


0 


0 


0 


0 


0 


AddHional paid-in capital 


1 190 


1 223 


1 714 


1 687 


1.807 


1.807 


2 101 


2.204 


2,284 


2.328 


2,328 


2,491 


2.657 


2,827 


4.782 


AooumulalBdda«idt 


066; 


(1054) 


(1085) 


(1123) 


(1,140) 


(1.140) 


(1189) 


(1,251) 


(1.326) 


(1,430) 


(1,430) 


(1.485) 


(1,412) 


(1,194) 


(696) 


Total stocMtoMsrc- aqurty (dalkal) 


125 


169 


629 


564 


667 


667 


912 


952 


1.020 


960 


960 


1.068 


1.306 


1,696 


4.149 


Total Ijabdlkas and Eqwty 
chKk 


1.114 


1.144 


1 888 


2166 


2.417 


2 417 


4500 


5,054 


5.438 


5.464 


5.464 


6.64« 


8.960 


11.487 


14,443 


Total Debt 


452 


440 


579 


660 


586 


586 


7 180 


2361 


2.384 


2 384 


2.384 


2 384 


2 384 


2.384 




|N«t Oabt (Cash) 




ill 










(403) 


(314) 


, ,...„ 


— m 


il3 


2S3 


274 


(171) 




Net 0et>t/E8IT0A 


(0 7x) 


(0 9x) 


1 3x 




(3 6x) 


(3 6x) 


(6 6x) 


<54x) 


02x 


80x 


80x 


07x 


OSx 


(0 2x) 


(2 7x) 


OtIiarFkwncMOata 
































Ottwr k3ng-ls«m habMiaa axd laa*4rtg rasiduals 


25 


35 


43 


54 


54 


54 


54 


54 


54 


54 


54 


54 


54 


54 


54 


Laaatng raaKhial habiitM 






72 


150 


243 


243 


300 


369 


437 


592 


592 


1.232 


2.135 


3,284 


4,828 



Source: Company Data, Morgan Stanley Research 

Exhibit 7: TSLA Cash Flow Statement 



r4et mooma (Loaa) 


(396) 


11 


(31) 


(38) 


(16) 


(74) 


(50) 


(62) 


(75) 


(104) 


(200) 


(56) 


74 


218 


408 


Dapraoafbon arvl amortizatKxi 


29 


18 


22 


28 


38 


106 


44 


56 


65 


70 


234 


421 


503 


611 


668 


Cttanga m fair value 01 warrarM liabMas 


2 


(11) 






(11) 


(11) 




















Gam on cvt notes and warrants 
































Stock-tMsed compensabon 


SO 


15 


20 


21 


25 


81 


37 


36 


30 


44 


155 


163 


167 


170 


173 


Inventory wraa-downs 


5 


2 


4 




2 


9 


2 


2 


11 














Iniaresi on convarSMa notaa & Ottars 


2 


0 


7 


(5) 


20 


22 


10 


32 


27 




68 










Ctiangaa m oparakng aaaats and liaMiaas 


43 


29 


(61) 


85 


72 


125 


17 


(66) 


m 


141 


(3) 


180 


172 


283 


613 


Accounts raoarvaWa 


(17) 


(19) 


(67) 


66 


(1) 


(22) 


(24) 


(24) 


(61) 


(2) 


(111) 


(58) 


(73) 


m 


(70) 


Invantonas and opsratng laaaa vaiuctas 


(196) 


18 


(147) 


(229) 


(106) 


(463) 


(106) 


(260) 


(215) 


66 


(607) 


(1.(H7) 


(1.616) 


(1.760) 


(2,203) 


PmpaNi axpanaaa and ottiar cunant aaaats 


1 


(3) 


(1) 


(5) 




(17) 


(11) 


(13) 


(5) 




(30) 










Opatatang laaaa aasets 
Offiar aaaats 


(0) 


0 


0 


(0) 


(0) 


(0) 


0 


(1) 


(5) 




(6) 










Accounts payat)ta 


188 


26 


(32) 


34 


(26) 


(0) 


79 


56 


37 


(120) 


52 


251 


344 


260 


318 


Accruad liatNktiM 


10 


1 


14 


19 


32 


67 


19 


32 


32 


(35) 


47 


75 


152 


122 


116 


Daterrad dsvatopmant oompansafton 
Oafarrad revenue 


(1) 


4 


80 


97 


78 


268 


SO 


51 


41 


103 


335 


360 


568 


610 


000 


Customer Oapowls 


47 


(6) 


3 


7 


23 


24 


35 


30 


6 


(63) 


(12) 


(40) 


(104) 






Otter tong-tannkab4itws 


10 


10 


81 


97 


82 


260 


67 


63 


76 


122 


328 


640 


003 


1,140 


1,544 


TotH Operating Cash FkMt 
InveeUng Gael) Ftowe 


(266) 


64 


(36) 


102 


130 


258 


61 


(4) 


(28) 


ISO 


179 


700 


015 


1,282 


1,062 


Aoquia*on of Fremont and relBlad aaaats 
PurdMses of meikelatile securities 


25 














(200) 


(6) 




(206) 










PurdMses of PP&E aid capital laeaas 


(239) 


(58) 


(41) 


(77) 


(80) 


(264) 


(ISO) 


(128) 


(284) 


(350) 


(961) 


(740) 


(«6) 


(836) 


(734) 


Inoeeaa n raatnctad caeh n DOE ecoount 


9 


3 


12 






IS 


1 


(1) 
















Irtcreese m ottter restncted cash and Others 


(1) 


(0) 


1 


(1> 


(0) 


0 


(141) 


143 


(2) 




(0) 










Other 
















180 






189 










Mel cash used m inveslirig eckvifcaa 


(207) 


(55) 


(27) 


(78) 


(90) 


(249) 


(329) 


3 


(292) 


(350) 


(968) 


(740) 


(036) 


(836) 


(734) 


Financirtg Caah Flows 

Proceeds from Asuance al common stock 


221 




415 






419 




















Proceeds from «suence o( cvt preferred 
































Pnrtapal peid on capeal leases and other deM 


(3) 


(2) 


(2) 


4 


(6) 


(8) 


(3) 


(3) 


6 














^ooeeds from long-term detit 


176 


(13) 


(440) 


(6) 


6 


(452) 






(9) 




(9) 










Proceeds from cvl notes end warrants 






603 


178 


(178) 


603 


2.338 


(253) 


603 




2.689 








(603) 


Proceeds from eMait"ie ot stock opeons 


25 


18 


37 


27 


13 


95 


36 


17 


37 




90 










ComriKm stock and kian toality wsuerKe coats 






(16) 


16 


(17) 


(17) 




(35) 


35 














Othar 








(194) 


194 




(556) 


555 


(630) 




(639) 










Nat casli provided tiy ttnanong actnMies 


4.->0 




597 


24 




635 


1.817 


281 


34 




2 132 








(603) 


Efled al exchange rete ciwnge on ceah 
















0 


(18) 




(18) 










Nat mcreese <n caeh and caeh equrveianis 


(53) 


13 


532 


40 


51 


644 


1,548 


281 


(304) 


(200) 


1 325 


(40) 


(21) 


446 


616 


Cash and aQurvalents at ttegirviing of perwd 


256 


202 


214 


746 


795 


202 


846 


2.394 


2675 


2,371 


846 


2171 


2.131 


2.110 


2,966 


Cash and cash equivateniB at ertd of period 


202 


214 


746 


796 


846 


846 


2394 


2675 


2 371 


2 171 


2 171 


2 131 


2 110 


2,556 


3,171 


(Free Cash Flow 


(905) 


6 


(7») 


26 


40 


(6) 


(128) 


(132) 


(312) 


(200) 


(772) 


(40) 


(21) 


446 


1.218 



Source: Connpany Data, Morgan Stanley Research 
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Certain disclosures listed abo\a are also for compliance with applicable regulations in non-US jurisdictions. 
STOCK RATINGS 

Morgan Stanley uses a relati\^ rating system using terms such as OvenA/eight, Equal-weight, Not-Rated or Underweight (see definitions below). Morgan 
Stanley does not assign ratings of Buy, Hold or Sell to the stocks we co\^r. Overweight, Equal-weight, Not-Rated and Underweight are not the equi\alent of 
buy, hold and sell. ln\^stors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since Morgan Stanley 
Research contains more complete information concerning the analyst's views, investors should carefijily read Morgan Stanley Research, in its entirety, and 
not infer the contents fi^om the rating alone. In any case, ratings (or research) should not be used or relied upon as in\^tment advice. An inN^tor's decision 
to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings) and other considerations. 

Global Stock Ratings Distribution 

(as of December 31 , 2014) 

For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside our 
ratings of ON^rweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we co\^r. 
ON^rweight, Equal-weight, Not-Rated and Underweight are not the equi\alent of buy, hold, and sell but represent recommended relati\^ weightings (see 
definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy recommendation; we correspond 
Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respecti\^ly. 
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COVERAGE UNIVERSE 


INVESTIVIENT BANKING CUENTS (IBC) 


STOCK RATING CATEGORY 

\J 1 V-/ V.^! x 1 1 II NVJ \^r^ 1 1 1 \ 1 


COUNT 


% OF TOTAL 


COUNT 


% OF TOTAL 


% OF RATING 










IBC 


CATEGORY 


OvenA^ight/Buy 


1156 


35% 


328 


42% 


28% 


Equal-weight/Hold 


1439 


44% 


354 


45% 


25% 


Not-Rated/Hold 


107 


3% 


17 


2% 


16% 


UndenA/eight/Sell 


589 


18% 


84 


11% 


14% 


TOTAL 


3,291 




783 







Data include common stock and ADRs currently assigned ratings. Investment Banking Qients are companies from \A4iom Morgan Stanley recei\od 
in\^stment banking compensation in the last 12 months. 

Analyst Stock Ratings 

ON^rvveight (O). The stock's total retum is expected to exceed the a\^rage total return of the analyst's industry (or industry team's) co\^rage uni\^rse, on a 
risk-adjusted basis, o\^rthe next 12-18 months. 

Equal-weight (E). The stock's total retum is expected to be in line with the a\^rage total retum of the analyst's industry (or industry team's) co\^rage 
uni\^rse, on a risk-adjusted basis, o\^rthe next 12-18 months. 

Not-Rated (NR). Currently the analyst does not ha\^ adequate conviction about the stock's total return relati\^ to the a\^rage total retum of the analyst's 
industry (or industry team's) co\^rage uni\^rse, on a risk-adjusted basis, over the next 12-18 months. 

Underweight (U). The stock's total retum is expected to be below the a\^rage total retum of the analyst's industry (or industry team's) co\^rage uni\erse, on 
a risk-adjusted basis, o\^rthe next 12-18 months. 

Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months. 

Analyst Industry Views 

Attracti\^ (A): The analyst expects the performance of his or her industry co\^rage universe over the next 12-18 months to be attractive vs. the relevant 
broad market benchmark, as indicated below. 

In-Line (I): The analyst expects the performance of his or her industry co\^rage uni\^rse o\^r the next 12-18 months to be in line with the rele\ant broad 
market benchmark, as indicated below. 

Cautious (C): The analyst views the performance of his or her industry coverage uni\^rse over the next 12-18 months with caution vs. the relevant broad 
market benchmark, as indicated below. 

Benchmarks for each region are as follows: North America - S&P 500; Latin America - rele\ant MSCI country index or MSCI Latin America Index; Europe - 
MSCI Europe; Japan - TOPIX, Asia - relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index. 

Stock Price, Price Target and Rating History (See Rating Definitions) 
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Tesla Motors Inc. (TSLA-O!? - As of 1/19/15 in USD 
IndustrLj : Autos Auto-Related 
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Stoch Price (Not CoucK-id by CuK-K-iht Analyst J Stoch Price CCouered by Current flKialyst J ™ 

£toch cind Industry Ratings ( dbbreuicit ions belouj ) cippecir cis + £toch Rating/ Industry Uieuj 
Stock Ratings: Oueruttight (QJ E^ual-uttight (EJ Underuttight tUJ Not-Rated (NRJ No Rating fluailable (NflJ 
Industry Uieuj: flttractiue (flJ In-line (15 Cautious (C5 No Rating (NRJ 

Effect i ue January 13j 2014j the stocks couered by Morgan Stanley Asia Pacific ujill be rated relatiue to the analyst's 
industry (or industry team's^ couerage. 

Effect i ue January 13t 2014t the industry uieuj bench™rks for Morgan Stanley Asia Pacific are as folloujc: releuant MSCI 
country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index. 



Important Disclosures for Morgan Stanley Smith Barney LLC Customers 

Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith 
Bamey LLC or Morgan Stanley or any of their affiliates, are a\ailable on the Morgan Stanley Wealth Management disclosure website at 
www.morganstanley.conn/online/researchdisclosures. For Morgan Stanley specific disclosures, you may refer to 
www.morganstanley.conn/researchdisclosures. 

Each Morgan Stanley Equity Research report is renewed and appro\^d on behalf of Morgan Stanley Smith Bamey LLC. This review and appro\al is 
conducted by the same person who reviews the Equity Research report on behalf of Morgan Stanley. This could create a conflict of interest. 

Other Important Disclosures 

Morgan Stanley & Co. International PLC and its affiliates ha\^ a significant financial interest in the debt securities of Avis Budget Group Inc, BorgWamer 
Inc., Fiat Chrysler Automobiles NV, Ford Motor Company, General Motors Company, Goodyear Tire & Rubber Company, Hertz Global Holdings Inc, 
Johnson Controls, Inc., Lear Corporation, Meritor Inc, Tenneco Inc.. 

Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within 
the meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act. 

Morgan Stanley produces an equity research product called a "Tactical Idea." Views contained in a "Tactical Idea" on a particular stock may be contrary to 
the recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market e\^nts, or 
other factors. For all research a\ailable on a particular stock, please contact your sales representati\^ or go to Matrix at 
http://www. morganstanley. com/matrix. 

Morgan Stanley Research is provided to our clients through our proprietary research portal on Matrix and also distributed electronically by Morgan Stanley 
to clients. Certain, but not all, Morgan Stanley Research products are also made a\ailable to clients through third-party \^ndors or redistributed to clients 
through altemate electronic means as a con\^nience. For access to all a\ailable Morgan Stanley Research, please contact your sales representati\^ or go 
to Matrix at http://www.morganstanley.conn/matrix. 

Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.conn/terms.html). By 
accessing and/or using Morgan Stanley Research, you are indicating that you ha\^ read and agree to be bound by our Terms of Use 
(http://www.morganstanley.conn/terms.html). In addition you consent to Morgan Stanley processing your personal data and using cookies in accordance 
with our Pri\acy Policy and our Global Cookies Policy (http://www.morganstanley.conn/pri\acy jDledge.html), including for the purposes of setting your 
preferences and to collect readership data so that we can deli\^r better and more personalized service and products to you. To find out more information 
about how Morgan Stanley processes personal data, how we use cookies and how to reject cookies see our Pri\acy Policy and our Global Cookies Policy 
(http://www.morganstanley.conn/pri\acy jDledge.html). 

If you do not agree to our Temns of Use and/or if you do not wish to pro^de your consent to Morgan Stanley processing your personal data or using cookies 
please do not access our research. 

Morgan Stanley Research does not pro^de indi^dually tailored in\^stment advice. Morgan Stanley Research has been prepared without regard to the 
circumstances and objecti\^s of those who recei\^ it. Morgan Stanley recommends that in\^stors independently e\aluate particular in\^stments and 
strategies, and encourages in\^stors to seek the advice of a financial adviser. The appropriateness of an in\^stment or strategy will depend on an inN^tor's 
circumstances and objecti\^s. The securities, instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all in\^stors, and 
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certain in\^tors may not be eligible to purchase or participate in some or all of them. Morgan Stanley Research is not an offer to buy or sell or the 
solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. Tlie \alue of and income from your 
in\estments may \ary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market 
indexes, operational or financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in 
securities/instruments transactions. Past performance is not necessarily a guide to fijture performance. Estimates of fijture performance are based on 
assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the co\^r page is that of the primary exchange for the 
subject company's securities/instruments. 

TTie fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research ha\^ recei\^d 
compensation based upon \arious factors, including quality, accuracy and value of research, firm profitability or re\^nues (which include fixed income trading 
and capital markets profitability or re\^nues), client feedback and competiti\^ factors. Fixed Income Research analysts', strategists' or economists' 
compensation is not linked to investment banking or capital markets transactions performed by Morgan Stanley or the profitability or revenues of particular 
trading desks. 

The "Important US Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan 
Stanley owns 1% or more of a class of common equity securities of the companies. For all other companies mentioned in Morgan Stanley Research, 
Morgan Stanley may ha\^ an in\^stment of less than 1% in securities/instruments or deri\ati\^ of securities/instruments of companies and may trade them 
in ways different from those discussed in Morgan Stanley Research. Employees of Morgan Stanley not inMDl\^d in the preparation of Morgan Stanley 
Research may ha\^ in\^stments in securities/instruments or deri\ati\^ of securities/instruments of companies mentioned and may trade them in ways 
different from those discussed in Morgan Stanley Research. Deri\ati\^s may be issued by Morgan Stanley or associated persons. 
With the exception of information regarding Morgan Stanley, Morgan Stanley Research is based on public information. Morgan Stanley makes e\^ry effort to 
use reliable, comprehensi\^ information, but we make no representation that it is accurate or complete. We ha\^ no obligation to tell you when opinions or 
information in Morgan Stanley Research change apart from when we intend to discontinue equity research co\^rage of a subject company. Facts and views 
presented in Morgan Stanley Research ha\^ not been renewed by, and may not reflect information known to, professionals in other Morgan Stanley 
business areas, including in\estment banking personnel. 

Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the 
company of associated expenses unless pre-appro\^d by authorized members of Research management. 

Morgan Stanley may make in\^tment decisions or take proprietary positions that are inconsistent with the recommendations or mows in this report. 
To our readers in Taiwan: Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such 
information is for your reference only. The reader should independently e\aluate the in\^stment risks and is solely responsible for their investment decisions. 
Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without the express written consent of Morgan 
Stanley. Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation 
or a solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments. To our readers in 
Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Asia Limited as part of its regulated activities 
in Hong Kong. If you have any queries concerning Morgan Stanley Research, please contact our Hong Kong sales representati\es. 
Morgan Stanley is not incorporated under PRC law and the research in relation to this report is conducted outside the PRC. Morgan Stanley Research does 
not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC investors shall have the relevant qualifications to invest in 
such securities and shall be responsible for obtaining all relevant approvals, licenses, verifications and/or registrations from the relevant govemmental 
authorities themselves. 

Morgan Stanley Research is disseminated in Brazil by Morgan Stanley C.T.V.M. S.A.; in Japan by Morgan Stanley MUFG Securities Co., Ltd. and, for 
Commodities related research reports only, Morgan Stanley Capital Group Japan Co., Ltd; in Hong Kong by Morgan Stanley Asia Limited (which accepts 
responsibility for its contents) and by Bank Morgan Stanley AG, Hong Kong Branch; in Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration 
number 199206298Z) and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of 
Singapore (which accepts legal responsibility for its contents and should be contacted with respect to any matters arising from, or in connection with, 
Morgan Stanley Research) and by Bank Morgan Stanley AG, Singapore Branch (Registration number T1 1 FC0207F); in Australia to "wholesale clients" 
within the meaning of the Australian Corporations Act by Morgan Stanley Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services 
license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail clients" within the meaning of the Australian 
Corporations Act by Morgan Stanley Wealth Management Australia Pty Ltd (A. B.N. 19 009 145 555, holder of Australian financial services license No. 
240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International pic, Seoul Branch; in India by Morgan Stanley India 
Company Private Limited; in Indonesia by PT Morgan Stanley Asia Indonesia; in Canada by Morgan Stanley Canada Limited, which has approved of and 
takes responsibility for its contents in Canada; in Germany by Morgan Stanley Bank AG, Frankfijrt am Main and Morgan Stanley Private Wealth 
Management Limited, Niederlassung Deutschland, regulated by Bundesanstalt fijer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, 
S.V., S.A., a Morgan Stanley group company, which is supervised by the Spanish Securities Markets Commission (CNMV) and states that Morgan Stanley 
Research has been written and distributed in accordance with the rules of conduct applicable to financial research as established under Spanish 
regulations; in the US by Morgan Stanley & Co. LLC, which accepts responsibility for its contents. Morgan Stanley & Co. International pic, authorized by 
the Prudential Regulatory Authority and regulated by the Financial Conduct Authority and the Prudential Regulatory Authority, disseminates in the UK 
research that it has prepared, and approves solely for the purposes of section 21 of the Financial Ser\/ices and Markets Act 2000, research which has been 
prepared by any of its affiliates. Morgan Stanley Private Wealth Management Limited, authorized and regulated by the Financial Conduct Authority, also 
disseminates Morgan Stanley Research in the UK. Private UK investors should obtain the advice of their Morgan Stanley & Co. International pIc or Morgan 
Stanley Private Wealth Management representative about the investments concerned. RMB Morgan Stanley (Proprietary) Limited is a member of the JSE 
Limited and regulated by the Financial Services Board in South Afilca. RMB Morgan Stanley (Proprietary) Limited is a joint venture owned equally by 
Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited. 
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International pIc (DIFC Branch), regulated by the Dubai 
Financial Services Authority (the DFSA), and is directed at Professional Qients only, as defined by the DFSA. The financial products or financial services to 
which this research relates will only be made available to a customer who we are satisfied meets the regulatory criteria to be a Professional Qient. 
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. Intemational pic (QFC Branch), regulated by the Qatar 
Financial Centre Regulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail 
Customers as defined by the QFCRA. 

As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of 
investment advisory activity. Investment advisory service is provided exclusively to persons based on their risk and income preferences by the authorized 
firms. Comments and recommendations stated here are general in nature. These opinions may not fit to your financial status, risk and retum preferences. 
For this reason, to make an investment decision by relying solely to this information stated here may not bring about outcomes that fit your expectations. 
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no 
warranties or representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages 
relating to such data. The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P. Morgan Stanley 
Research or portions of it may not be reprinted, sold or redistributed without the written consent of Morgan Stanley. 
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley. 
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INDUSTRY COVERAGE: Autos & Auto-Related 



CXDMPANYCnCKB^ RATINGCAS OF) PRICP (01/20/2015) 

Adam Jonas, CFA 



Avis Budget Group Inc (CAR.O) U (03/1 9/201 3) $61 .41 

Fiat Chr^ler Automobiles NV(FCAU.N) 0(11/04/2014) $12.44 

Fiat Chr^ler Automobiles NV(FCHAI\/I) 0(10/31/2014) €10.63 

Ford Motor Company (F.N) U (09/08/2014) $15.01 

General Motors Company (GM.N) U (04/09/201 4) $33.93 

Harle^Davidson Inc (HOG.N) O (05/06/201 3) $63.36 

Hertz Global Holdings lnc(HTZ.N) U (01/10/2013) $21.52 

TesIa Motors Inc. (TSLAO) O (09/1 7/201 2) $191 .93 



Ravi Shanker 



American Axle & Manufacturing Holdings Inc (AXL.N) 


U (09/08/2011) 


$24.28 


^bury Automotive Group Inc (ABG.N) 


U (09/12/2012) 


$70.68 


Autoliv(/\LV.N) 


U (12/05/2012) 


$103.40 


AutoNation Inc. (AN.N) 


U (03/1 0/2011) 


$57.80 


BorgWarner Inc. (BWAN) 


0(10/22/2009) 


$52.76 


Carmaxlnc(KMX.N) 


E (11/17/2014) 


$62.81 


Dana Holding Corp. (DAN.N) 


0(09/08/2011) 


$20.37 


Delphi Automotive PLC (DLPH.N) 


0(04/27/2012) 


$67.47 


Goodyear Tire & Rubber Company (GT.O) 


U (09/06/2011) 


$24.91 


Group 1 Ajtomotive, Inc (GPl.N) 


U (10/08/2013) 


$79.34 


Harman International Industries Inc. (HAR.N) 


U (03/05/2012) 


$97.87 


Johnson Controls, Inc. (JCI.N) 


U (09/30/2013) 


$45.24 


Lear Corporation (LEAN) 


0(05/07/2012) 


$96.56 


Lithia Motors Inc. (LAD.N) 


0(10/15/2014) 


$81.49 


Magna International Inc. (MGAN) 


0(09/06/2011) 


$94.04 


Meritor Inc (MTORN) 


0(11/29/2011) 


$14.78 


Mobileye NV(I\/BLY.N) 


0(08/26/2014) 


$37.74 


Penske Automotive Group, Inc (PA3.N) 


0(09/06/2011) 


$46.62 


Sonic Automotive Inc (SAH.N) 


0(09/29/2014) 


$25.44 


Tenneco Inc. (TEN.N) 


U (09/23/2010) 


$50.43 


TRW Automotive Holdings Corp. (TRW.N) 


0(09/10/2010) 


$103.02 



Stock Ratings are subject to change. Please see latest research for each connpany. 
* Historical prices are not split adjusted. 



© 2015 Morgan Stanley 
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